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Real GDP in the EU25

Seasonally adjusted data
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1) Change on previous quarter, expressed as an annual rate, right-hand scale.
Sources: Eurostat; Ifo Institute calculations and forecast.
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Unemployment rate in the euro area and the EU25
Seasonally adjusted data
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Table A3

Key forecast figures for the euro area

2005 2006 2007 2008
Percentage change over previous year
Real gross domestic product 1.4 2.7 2.0 23
Private consumption 1.4 1.9 1.6 1.8
Government consumption 1.3 1.9 1.5 1.6
Gross fixed capital formation 2.3 48 39 1.2
Net exports” -0.2 0.2 -0.1 0.0
Consumer prices” 2.1 2.2 2.1 1.8
Percentage of nominal gross domestic product
Government financial balance® -24 -2.0 —1.5 -13
Percentage of employees
Unemployment rate” 8.6 7.8 7.6 7.4

? Contributions to changes in real GDP (percentage of real GDP in previous year). — ” Harmonised consumer price index (HCPI). —

92006, 2007 and 2008: forecast of the European Commission. ¥ Standardised.

Source: Eurostat; 2006, 2007 and 2008: forecasts by the EEAG.




Monetary conditions index In the euro area
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Note: The MCI index is calculated as a weighted average of the real short-term interest rate (nominal rate
minus core inflation rate) and the real effective exchange rate of the euro.

Sources: European Central Bank; Ifo Institute calculations.
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Interest rates and expectations in the euro area
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Hur bra passar den gemensamma penningpolitiken
enskilda lander?

Optimal politik ges av skattad Taylorregel for ECB men med landspecifika
inflations- och tillvaxtforvantningar

Stabiliseringspolitisk kostnad av EMU-medlemskap ("monetary stress”):
skillnad mellan skattad taylorranta for euro-omradet och skattad taylorranta
for det enskilda landet

| genomsnitt 1,2 procentenheter hdgre ranta i Irland och 0,4 procentenheter
lagre ranta i Tyskland

Ibland skillnader i olika konjunkturfaser

- Irland 2000-01: +3,4 procentenheter

- Grekland 2003: +2.8 procentenheter

- Nederlanderna 2001: +2.2 procentenheter
- Nederlanderna 2004: -1.7 procentenheter
- sma skillnader for Sverige

- stOrre skillnader for Storbritannien

Vagning av ranteskillnader med landets storlek
- ingen trend mot mer synkroniserade konjunktursvangningar



Tahle 1.3

Decomposition of country stress level

Structural Cryclical

99-06 1999 2000 2001 2002 2003 2004 2005 2006 RMSE
Austnia 0.24 0.42 0.67 021 0.20 0.05 027 -127 -048 0.65
Belgium 012 0.39 0.18 024 039 057 -002 -09 -063 0.537
Finland 0.19 —-018 -090 -083 0.77 0.16 0.96 0.07 0.08 0.72
France 036 027 0.19 060 -003 -015 -052 -046 012 0.40
Germany 037 =8 =Q237 =413 0.18 069 008 017 =035 035
Greece —1.08 0.52 1.72 049 -068 -170 -078 0.06 0.09 1.10
Ireland —-120 —-188 -236 -207 0.81 041 274 108 131 188
Italy -0.16 0.27 014 -009 -041 -083 -030 041 0.72 0.24
Netherlands -029 =12 =133 —=¥9l 068 0.83 194 164 027 139
Portugal —0.65 -193 -021 -045 -046 -012 0.62 0.40 1.80 1.04
Spain — 102 0.16 095 0.80 041 -066 -004 -077 -086 0.74
Denmark -0.19 0.06 0.86 0% -028 -0.79 013 -057 -043 0.68
Sweden 029 1.07 0.08 073 -055 -068 021 005 -075 0.75
United Kingdom —044 124 1.08 IR, =02% 25 —146 485 8 1.10




Makroekonomiska anpassnings-
problem i euro-omradet
e VVad har vi lart oss?

- Irland (Overhettning)
- Italien (recession)



Fyra lardomar

Samspel mellan priser-loner och fastighets-
priser (lrland)

Immigration har motverkat arbetskraftsbrist
men ocksa bidragit till hégre aggregerad
efterfragan (Irland)

Svag (negativ) produktivitetsutveckling kan |
Kombination med lIonedkningar gradvis urholka
Konkurrenskraften (Italien)

Produktivitetsframjande avregleringar kan vara
nodvandiga, inte bara for langsiktig tillvaxt, utan
ocksa for att forbattra konkurrenskraften pa
medellang sikt




Migration Ireland
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Source: Central Statistics Office Ireland (2006).



The development of various measures of wages and wage costs

Average annual changes in percent

Nominal Labour Unit labour | Relative unit

wage productivity | costs labour costs
EURO 2003-05 1.6 0.6 1.3 5.1
2006 1.9 1.2 0.9 -1.1
Germany | 2003-05 0.6 0.8 -0.5 -0.6
2006 0.6 2.0 -1.5 -4.0
Italy 2003-05 2.0 -0.3 3.5 4.6
2006 3.4 0.2 3.7 2.7

Source: OECD Economic Outlook 80 database




Share in world merchandise exports in volume terms
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De nya EU-landerna

« Inflationskriteriet bor inte anvandas for att halla dem utanfor
EMU om de uppfyller de andra konvergenskriterierna

- "lEmerging economies” med fast vaxelkurs ar potentiellt mycket
sarbara

e De baltiska staterna
- “star performers” i fraga om de finanspolitiska kriterierna
- lander med hdog tillvaxt bor fa Balassa-Samuelson-rabatt
(tillvaxtrabatt) med upp till 1 procentenhet vid tillampningen av
Inflationskriteriet



Ar den skandinaviska (nordiska) modellen
en fOrebild for ovriga Europa?

Overdriven bild som maste nyanseras

- hog BNP-tillvaxt i Finland och Sverige (men inte i Danmark)

- mindre imponerande inkomsttillvaxt 1 Finland och Sverige nar man
korrigerar for féorsamring av terms of trade

- till viss del aterhamtning fran nittiotalskriserna

- men ocksa trendmassig komponent: tidiga och betydande
avregleringar pa produkt- och tjanstemarknader samt vélutbildad
arbetskraft (komplement till ICT-investeringar)

- bara delvis aterhamtning av tidigare sysselsattningsforluster

- den nordiska modellen ar samre pa att astadkomma manga arbetade
timmar an bra sysselsattningsstatistik



GDP growth per capita (annual averages)

1990-94 | 1995-99 | 2000-05

Denmark 1.8 2.2 1.0
Finland -2.5 4.1 2.0
Sweden -0.8 2.8 1.8
Weighted average Scandinavian -0.5 3.0 1.6
countries

France 0.5 2.1 0.9
Germany 4.7 1.5 0.6
Ireland 2.8 8.3 3.7
Italy 0.8 1.4 0.1
Spain 1.0 3.5 1.6
Weighted average euro area 2.0 2.1 0.9
UK 1.1 2.7 2.0
US 1.1 3.0 1.5

Sources: OECD Economic Outlook and National Accounts Databases




- Annual average command GDP per capita growth
Percent, 1995-2005
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andardised unemployment rates, percentages of labour force
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Note: For Denmark and the euro area, standardised unemployment rates for earlier years have been constructed
from non-standardised unemployment rates by adjusting these for differences in overlapping five-year averages.
The 2006 unemployment figures have been obtained by adjusting non-standardised figures from OECD (2006d),

for differences in overlapping five-year average between non-standardised and standardised series.
Sources: OECD Economic Outlook Database, OECD (2006c) and OECD (2006d).



Hours worked

Average annual hours
worked per person of

working age, 2005

Denmark 1171
Finland 1133
Sweden 1166
Average Scandinavian countries 1158
France 956
Germany 940
Italy 1030
Netherlands 984
Euro area except Finland 1043
UK 1214
US 1290
Australia 1297
Average Anglo-Saxon countries 1288
Japan 1230




Contributions to differences in total employment rates to the euro area average
from differences in employment rates for various gender and age groups, 20052

Total 15-64 | Men 15-64 | Women 15-64 | Total 15-24 | Total 25-54 | Total 55-64

Denmark 12.1 4.2 7.8 4.1 4.3 3.7
Finland 4.6 -1.2 5.7 0.3 2.4 1.9
SwedenP 10.1 1.7 8.3 1.0 3.5 5.6
Average Scandinavian 9.2 1.6 7.5 1.7 3.5 4.0
countries

Australia 8.2 3.4 4.9 54 1.1 1.8
New Zealand 11.2 4.8 6.6 4.2 3.0 4.1
UK 9.2 3.4 6.0 3.7 2.6 2.9
UsS 8.1 2.9 54 3.4 1.6 3.2
Average Anglo-Saxon 8.3 3.0 5.5 3.5 1.8 3.1

countries

Notes: a) Column 2, labeled “Total 15-64" shows how much higher the total employment rate is than the average for the euro area (except
Finland). Columns 3 and 4 decompose this difference into contributions in percentage points from male and females, respectively. Columns 5-7
decompose the difference instead in contributions from different age groups. b) 2004.

Source: OECD (2006c¢)




Vad forklarar arbetsmarknadsutvecklingen
| Danmark?

« Minskad jamviktsarbetsloshet under det senaste
decenniet

e HOg sysselsattning for alla grupper: man och
kvinnor, alla aldersgrupper

o Standardforklaring: flexicurity

- lagt anstallningsskydd och generos arbetsloshets-
forsakring



Flexicurityforklaringen ar en myt!

Allmant svagt empiriskt stod for att graden av anstallnings-
skydd ar viktig bestamningsfaktor for sysselsattningen

Men overvaldigande stod for att arbetsloshetsforsakringens
generositet ar en viktig bestamningsfaktor

Bara marginella férandringar i graden av anstallningsskydd
| Danmark

Men betydande forandringar | arbetsloshetsforsakring och
arbetsmarknadspolitik (kraven pa de arbetslosa)



Statutory corporation tax rates in the European Union
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Corporation tax, average 1995-2004
Tax rates versus taxable income as a percentage of GDP
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Olika former for kapitalbeskattning

e "Source-based taxation”

- utan internationell samordning drivs skatterna ner
 "Residence-based taxation”

- svart fa till stand

 "Destination-based taxation”
- beskatta slutlig konsumtion fran kapitalinkomster

- hdgre moms och lagre beskattning av arbets-
Inkomster



Ekonomisk nationalism

Selektiva — oftast diskretionara — statliga ingrepp |
privata transaktioner som snedvrider dem pa basis
av nationalitet

Utlandska uppkop blockeras

Subventioner till iInhemska foretag
Produktionens lokalisering snedvrids (Airbus)
Politiska interventioner for att fa kontrakt
Paverkan pa olika standarder




Kosthader for ekonomisk nationalism

e Svagare marknadsdisciplin och samre
"corporate governance”

 Ineffektiv produktion
e Snedvriden konkurrens

« Koordinationsmisslyckanden
- avregleringar kommer inte till stand
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